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THE STUDY OF INCOME 


HE economic progress of the United States is best measured by the 
- changes that occur in the living standards of its citizens. The best meas- 

ure of living standard is done statistically by calculating the changes in 
income over a period of time. The various types of income, both personal and 
national, are defined on page 84 of this analysis. 


The continued growth of the American economy, measured in terms of na- 
tional income, has been relatively great. Generation by generation the income 
has improved -- father is better off than grandfather, and grandfather is better 
off than great-grandfather. 


Long-term trend has been upward, but the climb has not been steady nor 
free of obstacles. Oscillations in business activity, creating business cycles, 
have been pronounced and have had a major effect in raising or lowering the 
national income over short-run periods. However, business activity in each 
successive era of prosperity rose to new peaks, even though sinking to lowly 
troughs in depression years. Fortunately, prosperous years have outnumbered 
the depression years. Each period of prosperity has been higher than the pre- 
vious one and each depression era has not been as low as the one preceding it. 
Thus, in climbing the economic ladder, the picture has been one of falling back 
two rungs for every three scaled. 


Preparation for the war in 1939 and war spending in the years that followed 
had a stimulative effect on the national income and the gross national product. 
However, some of the increase is illusory, being the result of rises in prices. 


The chart on page 70 shows gross national product and its broad income 
components for the period 1939 through 1958. The income components pro- 
vide a tool for the analysis of business developments and trends. It will be no- 
ticed that personal income and disposable income increased between 1957 and 
1958 during a period of business recession at the same time a dip in gross na- 
tional product and national income occurred. Personal income reflected the 
continued updrift in the general price level from 1957 to 1958. Firmness in 
the general price level was a feature which the recent recession shared with 
two previous postwar downturns. 

(cont. on page 71) 
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RELATION OF NATIONAL PRODUCT, NATIONAL INCOME , 
AND PERSONAL INCOME 
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(cont. from page 69) 
The incomes being received by people are rising throughout the country, 
but as in past years, the rise varies in different parts of the United States. On 
the whole, incomes in the Southeast and Southwest, where both industry and 


population are growing most rapidly, are increasing by larger percentages 
than in most other areas. 


The large flow of personal income and disposable personal income has »ro- 
vided strong support toconsumer demand. Total personal income in the 
United States for 1958 was $354. 4 billion. 


The overall flow of personal income has been sustained in the period of the 
business recession over the past year. The usual portion of it has been spent. 
The purchases of durable goods were less, however, than they have been in 
more prosperous periods because of the unwillingness of consumers to incur 
debt for the purchase of large items. 


The charts on pages 72 through 79 show personal income, wage and salary 
income, and property income by States. The most recent figures available go 


through the end of 1957. We have plotted these figures at 9-year intervals, 
starting in 1939. 


Personal income in 1957 reached a record dollar volume in every State. 
The 3-year expansion in business activity boosted the national economy toa 
new peak reached at the end of 1957. 


Because of generally higher consumer prices the purchasing power of the 
dollar in 1957 was 3.4% less than it was in 1956, thereby offsetting part of the 
gain. 


Personal income in 1957 totaled $347.9 billion -- 5% above the 1956 fig- 
ure. Income rose to $40.9 billion in New York, $35.1 billion in California, 
and $21-$24 billion in each of the States of Illinois, Pennsylvania, and Ohio. 
Together, these five States accounted for more than two-fifths of the national 
total. By contrast, four States at the other end of the scale -- Vermont, Wyo- 
ming, Nevada, and North Dakota -- each received less than $1 billion. 


Individuals’ earnings -- the sum of wages and salaries -- increased 5% 
from 1956 to 1957. The upward trend from 1939-57 is indicated on our State 
charts, though it must be remembered that minor fluctuations in income have 
occurred in some of the years not shown. 


The maps on page 83 show total property income by States for 1957 and the 
percentage increase from 1947 to 1957. Because of the slight variations in 
change that existed between 1956 and 1957, the 10-year interval provides a bet- 

(cont. on page 79) 
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(cont. from page 71) 


ter contrast. Property income in the United States totaled about $43 billion in 
1957, or nearly 123% of all personal income in the nation. 


In general, income trends parallel the trends in business activity. Dela- 
ware’s loss in average income per person followed a sharp decline in con- 
struction from 1956 to 1957. 


The table on page 80 shows average income per capita for 1956 and 1957 
and the percentage change. The national average income per capita in 1957 
totaled $2,027. This amounted to a 3% increase over the 1956 average anda 
jump of 54% over the average of 1947. Income is more than $2,500 per person 


(cont. on page 81) 














AVERAGE INCOME PER CAPITA 


State 1956 1957 % change 


Connecticut $2,697 $2,821 +4, 
Delaware 2,844 2,740 -3. 
New York 2, 456 2,578 +5. 
California 2,461 2,523 +2. 
District of Columbia 2,442 2,514 +2. 
New Jersey 2,408 2,504 +4. 
Illinois 2,385 2, 447 +2. 
Nevada 2,355 2,423 +2. 
Massachusetts 2, 236 2,335 +4. 
Ohio 2,184 2, 255 +3. 
Maryland 2,105 2,156 +2. 
Michigan 2,158 2,141 -Q. 
Washington 2, 047 2,128 +4. 
Pennsylvania 2,027 2,112 +4. 
Wyoming 1,927 2,038 +5. 
Indiana 1,977 2,010 +1. 
Colorado 1,870 1,996 +6. 
Rhode Island 2,000 1,990 -U, 
Missouri 1,905 1,940 +1. 
Wisconsin 1,872 1,920 +2. 
Oregon 1,934 1,914 -1. 
Montana 1,871 1,896 +1. 
New Hampshire 1,785 1, 862 +4. 
Minnesota 1,767 1,850 +4. 
Florida 1,755 1, 836 +4. 
Nebraska 1,605 1,818 +13. 
Iowa 1,641 1, 806 +10. 
Texas 1,714 1,791 +4. 
Kansas 1,717 1,787 +4, 
Arizona 1,684 1,750 +3. 
Utah 1,619 1,694 +4. 
New Mexico 1,535 1,686 +9. 
Vermont 1,625 - 1,665 +2. 
Maine 1,641 1,663 +1. 
Virginia 1,636 1,660 +1. 
Idaho 1,616 1,630 +0. 
Oklahoma 1,573 1,619 +2. 
Louisiana 1,454 1,566 +7. 
West Virginia 1, 456 1,554 +6. 
South Dakota 1,307 1,531 +17 
North Dakota 1, 407 1,435 -2. 
Georgia 1,412 1,431 +1. 
Tennessee 1,347 1,383 +2. 
Kentucky 1,339 1,372 +2. 
Alabama 1,254 1,324 +5. 
North Carolina 1,333 1,317 -1, 
South Carolina 1,157 1,180 +2. 
Arkansas 1,123 1,151 +2. 
Mississippi 964 958 -0. 
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(cont. from page 79) 
in Connecticut, Delaware, New York, California, the District of Columbia, and 
New Jersey. 


Gains in per capita income were below average in States where less money 
was realized from farm marketings or where major industries, such as lum- 
ber and textiles, were depressed. Above-average gains took place in States 
that are growing and where industries are thriving. 


Population in some States is growing more rapidly than industry with the 
result that percentage increases in personal income are much greater than the 
gain in per capita income. Two good examples of this situation would be Flor- 
ida and Arizona. Florida’s total personal income increased 10.3% in 1957 with 
only a 4.6% increase in per capita income. Likewise, Arizona had an increase 
of 8.7% in personal income and only a 3.9% increase in per capita income. 


Businessmen look for expanding markets where income gains are the larg- 
est. These gains are being found chiefly in the South. Yet, South Dakota, 
Nebraska and Iowa are the three States showing the greatest percentage in- 
crease in per capita income in 1957. This is due chiefly to the large gains in 
farm income. 


Industrial slowdowns occurred in many important industries throughout the 
United States in 1957 with a corresponding reduction of per capita income in the 
respective States. Michigan, for instance, because of the depressed automo- 
bile industry, registered a loss in income per person. 


In the South, Louisiana, West Virginia, and Alabama rank among the top 
States for income gains, both total and per capita. 


Changes in income indicate a changing pattern of development taking place 
in the United States. Migrations and increasing numbers of people in the South 
and West are giving strength to the new industries building up in these areas. 


The older areas, however, still contain persons with the largest income 
per capita. When it comes to actual dollar income per person, Connecticut 
leads the list followed by Delaware and New York. Among the top six States 
with the largest per capita income, five are located in the East. 


In measuring the market for housing, household goods, and other consumer 
products, concern should be given to the study of income and growth patterns. 
This would suggest, and our study bears this out, that the North and Far West 
still show the greatest promise for the largest markets in terms of numbers of 
people and families with the most money to spend. 
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Total Property income By States 


PROPERTY INCOME SHOWN FOR 1957 
(IN MILLIONS OF DOLLARS) 





600 TO 999 
400 TO 599 
200 TO 399 

.e) 199 





Percentage Change In Property Income 


PERCENTAGE INCREASE SHOWN FROM 1947 TO 1957 


102.9 





MMH 130% AND OVER 

Be ws TO 129.9 

[}] 100 TO 114.9 

Ej 865 TO 99.9 a 

(fH LESS THAN 85% 

(©) by ROY WENZLICK & CO, 1959 











DEFINITIONS AND TERMS 


GROSS NATIONAL PRODUCT: GNP represents total national output of 
goods and services at market prices. It measures output in terms of expendi- 
tures by which these goods are acquired. These expenditures comprise the 
purchase of goods and services by consumer and Government, gross private 
investment, and net foreign investment. The good‘ and services included in 
GNP are, for the most part, those actually bought for final use in the markets. 

NET NATIONAL PRODUCT: Net national product is derived by subtract- 
ing depreciation charges, accidental damage to fixed capital, and capital out- 
lays charged to current expense. 

NATIONAL INCOME: National income is the aggregate of earnings by la- 
bor and property from current production of goods and services by the nation’s 
economy. It is the sum represented by compensation of employees, proprie- 
tors’ income, rental income, net interest, andcorporate profits. It meas- 
ures the total factor costs of the goods and services produced by the economy. 

PERSONAL INCOME: State personal income is the current income re- 
ceived by residents of the State from all sources, inclusive of transfers from 
Government and business but exclusive of transfers among persons. Keep in 
mind it is a before-tax measure and includes the income receipts of private 
nonprofit institutions. It excludes income dispersed by the Federal Govern- 
ment to its civilian and military personnel outside the Continental United 
States. Items going to make up personal income include cash disbursements 
of wages and salaries; supplementary labor income; net income of proprie- 
tors of unincorporated businesses; monetary rental income, dividends, and 
monetary interest receipts. 

DISPOSABLE PERSONAL INCOME: Disposable personal income is the re- 
sult of personal income less taxes on individuals and other general Govern- 
ment revenues (fines, penalties, etc.) received from individuals as individuals. 

WAGE AND SALARY DISBURSEMENTS: Wage and salary disbursements 
consist of the money received by employees, including executives’ compensa- 
tion, commissions, tips, bonuses, and the value of payments “in kind” which 
represent income to the recipient. They are measured before deductions for 
Social Security contributions, union dues, or other purposes. 

PROPERTY INCOME: The State estimates of property income consist of 
rental income of persons, dividends, and personal interest income. The rental 
component of property income includes monetary earnings of persons from the 
rental of real property, as well as from royalties on patents, copyrights, and 
rights to naturalresources, andthe imputed net rental returns to owner- 
occupants of nonfarm dwellings. The dividend component includes cash divi- 
dend disbursements by corporations organized for profit to persons in the 
various States. Personal interest income measures the total interest, mone- 
tary and imputed, accruing to residents of the State. 

PER CAPITA PERSONAL INCOME: Per capita income is derived by di- 
viding total personal income by total population. The per capita measure is 
particularly useful in making geographic and temporal comparisons. 
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